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AGENDA TITLE: ALTERNATIVE TAX APPORTIONMENT (TEETER)
MEETINC DATE: November 3, 1993
PREPARED BY: Finance Director

RECOMMENDED ACTION: That the City Council adopt the attached Resolution to authorize the
San Joaquin County Auditor-Controller to apportion property tax revenues due the City of Lodi in
accordance with the provisions of the Teeter Plan.

BACKGROUND INFORMATION: On September 23, 1993, San Joaquin County notified all
local agencies in San Joaquin County that the County Board
of Supervisors would adopt an alternative property tax

apportionment method known as the "Teeter Plan" and requested cities to adopt a resolution to "opt-in”

to the plan (See Tab A). On October 5, 1993, the County Board of Supervisors adopted the Teeter Plan
at a regularly scheduled meeting of the Board. On October 7, 1993, the County Auditor-Controller’s

Office mailed a copy of the Resolution adopting the Teeter Plan by the Board of Supervisors’ (See Tab

B) and again requested that Lodi file the "opt-in” resolution with the County by October 31 in order to

receive our allocation of delinquent taxes in early November.

At the regular scheduled meeting of the City Council on October 20, 1993, the Teeter Plan was presented
to the City Council. During discussion on the Plan, members of the Council expressed their reserva‘ions
as to whether adopting the Plan was in the best interest of the City. Staff requested the report be tabled
until the meeting of November 3, 1993 to allow time for additional research and to obtain additional
information to support the staff recommendation. The report was then tabled by the City Council until
November 3, 1993.

COUNTY REQUEST

The County Board of Supervisors has requested that cities in the County adopt a Resolution to "opt-in”
to the "Teeter Plan”. This same request was expressed in a letter from the County Auditor-Controller
dated October 7 and extended the deadline for filing the "opt-in" resolution to October 31, 1993.

During discussions with the Auditor-Controller’s Office on October 26 and 27 regarding the "Teeter
Plan", staff was informed that the County will implement this Plan for all cities based on recent Court
decisions in Tuolumne County and Sonoma County which ruled that cities do not have an option. If the

Plan is adopted by the County, than cities will receive their tax apportionment in accordance with the
Teeter Plan.
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THOMAS A. PETERSON
City Manager
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The County justifies the Teeter Plan as a one-time opportunity to obtain approximately $10 million in
property tax which would otherwise go to schools in San Joaquin County. This shift in property tax will
be offset by the State in accordance with SB 742 in which the State will make up the loss to schools.
The County and many cities believe that this additional revenue more than offsets the loss in revenues
from property tax penalties. In addition, the County has reservations and concerns with maintaining two
tax allocation plans. It would be difficult to administer and require special programming.

REASONS FOR ADOPTING THE TEETER PLAN
The "Teeter Plan" offers the following benefits to the City of Lodi:

The City will receive a one-time increase in property tax revenue ($482,000)
Simplifies property tax revenue estimation
Stabilizes property tax revenue

As a show of support for the Board of Supervisors’ and other cities in the County during
difficult financial times
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In addition to the benefits listed above, the City should consider the time value of a dollar today versus
the promise of future revenues. Today the City can get a one-time property tax distribution of $482,000
or receive between $30,000 and $38,000 per year in future years, maybe. These future revenues are not
guaranteed and are subject to uncertainty such as: changes in the delinquency rates, a change in the 18%
penalty, a change in inflation, a change in the tax allocation method, etc.

REASON FOR NOT ADOPTING THE TEETER PLAN
By supporting the “Teeter Plan” the City of Lodi forfeits the right to future tax penalties in the amount

of 1 1/2% per month of delinquent property taxes due the City. This is between $30,000 and $38,000
per year based on prior year history.

Dixon Flynn
Finance Director

Attachments
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Resolution No

RESOLUTION REQUESTING INCLUSION OF LODI INTO
THE ALTERNATIVE METHOD OF PROPERTY TAX DISTRIBUTION
KNOWN AS THE TEETER PLAN

WHEREAS, State Law authorizes counties to adopt alternative procedures for the distribution of
property tax revenue, commonly known as the Teeter Plan; and

WHEREAS, the Revenue and Taxation Code Sections 4701 and 4717 allow for this alternative
method of property tax apportionment; and

WHEREAS, this City Council has determined that adoption of the Teeter Plan by the County of
San Joaquin and application of the Teeter Plan to this City is beneficial;

NOW, THEREFORE, BE IT RESOLVED that the San Joaquin County Auditor-Controller is
authorized to apportion property tax revenues due this City according the provisions of the Teeter Plan.

Adopted by the City Council of the City of Lodi this 20th day of October 1993 by the following vote:

AYES: Council Members -
NOES: Council Members -
ABSENT: Council Members -
ABSTAIN: Council Members -

Jennifer M. Perrin
City Clerk
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Office ct tha
County Acmirisirator

COUNTY OF SAN JOAQUIN
Courthouse, Room 707
222 East Weber Avenue
Stockion, Caltornia 85202-2778
(20:9) 468-3211

September 23, 1993

Same letter has been sent (0:
Citv Managers

Superintendent of Schools

Redevelopment Agencies

Special Districts not governed by the County Board of Supervisors

Dear
Alternative Mcthod of Tax Apportionment (Tecter Plan)

Revenue and Toxation (R&TY Coule Sections 4701 through 4717 allow {or an alternative method
of tax apportionment known as the Teewer Plup. Tits method allows counties to apportion 100%
of current taxes levied (billed) to wxing cattos and eliminates the ceed (o apportion deiinquent
taxes collected.

On August 11, 1993, the County Board of Supervisors conceptually approved the inplemenation
of the Teeter Plan effecuve tiscal year 1993-94, Based on the preliminary benedt analysis pre-
pared jointly by the Auditor-Coniroiler, 1he Treasurer-Tax Coilector, and the County
Administrator, except for the school distiicts, it is anticipated that this plen will previde substan-
tial ope--time benelits for all local taxing entitizs, It will also provide a consistant, predictable cash
flow in future years.

Accoeding 10 R&T Code Section 4715, any ageney that is deemed not 1o have the Country Trea-
sury as its legal depository must have its governing body adopt a resolution to be included in the
Teeter Plan. The County Auditor's Oftice inust receive your agency’s approved resolution 2s soon
as possible to allow the San foaguin County Board of Supervisors’ approval by the October 15
deadline.

An informational mecting regarding the Tocter Flun has been scheduled to be held 2t the fol-
lowing ime and place:

Date: Thurscay, Septeraber 30, 1993
Time: 8:30 a.m.
Vi pae 16 Auditor e ————— e
e Shcnlvl $ Auditoricia Post-it ™ brand fax transmaial memo 7571 |7 of pages » 12 ]
Courthousc. Basemont . - oyt o e
222 EastUWeber Avernne ; FTSHARBIR
~ e . C Q= = e T pmad Ty’ Co. =
Stockeon. Caiitornia IRV EE LoD O unin— doni 7
Dept. f ' \/ANL‘ 'C_ Phone #
Fax ® Fax » a—




Alicraative Method of Tax Appoivionment - Tecwr Plan) Scptember 23, 1993
Page 2

The foilowing cttachments are in:luded here 1o provide you additional information regarding the
Teeter Plan and its impacts to your agency. These wall be discussed in detail at Thursday’s
meeting.

« Auachment A — Fact Sheet

« Atachment B — Compari»on of Regular vs. Teeter Allocation for 1988-89 to 1992-93

« Attachment C — Projected 1993-93 One~Time Benefit

« Attachment D — Sample “Opt-In" Resolution

We strongly urge your attendance as the Teeter Pian may have significant short- and long-tcrm
fiscal implications for your agency. If you have any questions hefore onr scheduled meeting,
please do not hesitate te call me at 468-3211, or Adnan Van Houten, Auditor—Controlier, at
4683925, or Tom Russell, Treasurer-Tax Collecior, at 468-2133.

0 5(24 ) \4 % I it

Adnan Van Houten ‘Thomas R. Russell
Auditor-Centroller Treasurer-Tax Collector

WS 0

Mel Wingeu
County Administrator

MGW:RSL
Attachments
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Attachment A

County of San Joaquin

Aiternative Methicd of Tax Apportionment
The “Teeter” Plan

Background/Status

In 1949, the State Legislature adopted Revenue and Taxation Code Section 4701 which
authorized the “Alternative Method of Property Tax Distribution.” This alternative
method was proposed by the Contra Costa County Auditor-Controller whose last name
was Teeter, and therefore, the method is scmetimes referred to as the “Teeter” Plan. As
stated in Section 4701, “It is . . . the object to this alternative procedure to accomplish a
simplification of the tax-levying and tcx-apportioning process and an increased flexi-
bility in the use of available cash resources. ” This method has been used by Contra Costa
for over 40 years and is used in four other counties (Solano, Siskixou, El Dorado, and
Tuolumne). Many counties ar2 now considering whether to convert tothe Teeter Plan
because of the local property tax shift to schools and the one-time property tax reduction
provision of SB 742.

The basic concept of the Tceter Plan is that each taxing agency receives 100% of their cur-
rent secured tax levy. The amount paid each vear in excess of actual collections is funded
from a Tax Resources Fund. Monies <oilected from delinquent secured taxes are then
aclded back to the Tax Resourcss Furnd. Delinquent and redemption penalties are placed
in a Tax Loss Reserve Fund. When the reserve fund reaches four percent of all taxes and
assessments levied for the fiscal year, zny excess is then available to the County General
Fund.

Currently, the Uounty Auditor-Controller apportions secured taxes as collected. Since
collections are normally $3% to 37% of levy, there is always a portion o: s-cured taxes
that become ccelinquent. When these delinquent taxes are paid, taxes and penalties are
apportioned to the taxing agencies. If the taxes are never paid and the property is sold by
the County, taxing agencies, including the County, wait at least five years to receive their
share of secured taxes.

Conversion to the Teeter Plan requires agencies to forego their distribution of delinquent
penalties and redemption peralties, c.rrently at 1-1/2% per month, on delinquent taxes
which they now receive under ‘he com encional (regular) apportionment method. How-
ever, they would receive 100% of their »zcured tax levy each year, with the delinquent
and redemption penalties reverting t7: the Tex Loss Reserve Fund.

To convert to the Teeter Plan, San Joaquin Ceunty would be required to buy out the
existing delinquent taxes cwed 0 each taxiny sygency. It is estimated that the buy-out of
all delinquent taxes, direct assessmeits (iciiaing Mello Roos), and penalties, at June 30,
1593 to be approximately $29.5 muliion.

Page 1 of 2



Revenue and Taxation Code Section 4713 requuures that five percent of the buy-out
amount, excluding the portion pertaininy to special assessment, b2 deposited into the
Tax Loss Reserve Fund.

Potential Benefits:
The Teeter Plan offers the taxing agencies in2 San Joaquin County the {ollowing benefits:
® Provides a one-time increase in property tax revenues to all taxing agencies.

® Simplifies the property tax revenue estimation and allocation prccess for the
agencies and the Auditor-Controller.

> Stabilizes property tax rzvenues for all recipicnt 2gencies.

Fiscal Implications:

The Teeter Plan has a direct eticct en every sgency that receives a share of San Joaquin
County’s secured property taxes or places special assessments on the tax roll. All taxing
agencies converted to the Teeter Plan weuld receive 95% of the delinquent property
taxes plus 95% of prior years’ delinguent and redemption penzlties and 100% of cusrent
year levy. Additionally, agenzies, except schools, would also benefit because the County
would be buying out delinquent taxes at property tax disiribution facrors not affectec by
the property tax shifts for 1993-94.

For the County General Fund, the one-time increase in property taxes would be approx-
imately $8 8 million. This $8.7 millini wall be used to finance the required reserves to
implement the Teeter Plan. Additionaily, 5B 742 {1593) allows counties converting to the
Teeter Plan a one-time property shift reduction for the excess property tax revenue that
schocls receive in 1993-94 due to the conversion. This one-time “credit” for the County
is estimated (o be approximatelv £10.6 milkion.

Steps to Implementation:

» San Joaquin County Board of Supervisors must adopt a resolution converting to
the Teeter Plan by October 15, 1993.

® Any taxing agency that 15 deemed not to have the County Treasury as its legal
depository must have its governing tudy adopt a “opt-in” resclution *o be
included in the Teeter Plan.

> Any modifications to the property tax ailocation system must be implemented
prior to the first property tax aliccation inDecember 1993.
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& Teeter $18,106,441 $20,100,178 $23,484,021 | $25,925,928 | $24,743,915
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County of San Joaquin

Conversion to Teeter Plan — Financial Analysis

Projected 1993-94 Secured & Delinqent Property Tax Allocation

Conventional Allocation Method (Regular) Teeter Plan Aliocation Method
Cutrent Curien) Unapprobioned
Secured Delinquent Totad Socued Delinquont Taxes Collected Totad 1993-04
©5% of Cndges)  (Actusl 3290 Rev) Allocaton {100% ol Chwges) (R5% of AR) (in Jan. = June 03) Allocation Gain
Entty Az Dx35% B C=A«8 D [ F Gz D4EF H = G-C
County Genarai Fund 41,755,116 4,776,418 46,531,534 43,952,754 9,605,619 1769838 £5,328,211 8,796.677
Road Disuvits 2,529,430 151,628 2,681,117 2662621 397,101 72,411 3,132,133 451,010
County Libvary 1735271 102,337 1,641,507 1830812 406,900 72416 2310,127 469 520
Comutury Distxcis 139,822 10,099 150,022 147,287 18 835 3474 169,596 19,875
Dxanir; o Onincls 31,263 2,349 3.8z 35340 4,114 758 30 4160
Citas
€0a'on 2r8,877 21,456 306,432 301660 46,439 8 557 358 €56 48723
Lusang Hw gl 36,462 897,31 Su0,475 76,953 100,045 FARER 174,047
Lo 3457160 208,100 2,725,289 3.6 137 553,812 14,540 4,207 497 482 v
Miuca 150663 146 576 1,039,240 1,005/.014 300,120 55,311 2,282,904 HATEL
Ripar 217,192 DI U *h a2.791 7.08% 275,300 @A
Socaton 12768255 238011 | RIS 1345 <47 2,081,417 379,635 15,673,100 2805525
Yiocy 2972,353 229,621 3,202,174 3.124,702 602,397 92.571 3,723,760 521,5£6
Fipen Muns Sowex 40939 2,704 £3,643 43.094 5,617 1,000 49711 6,068
Latvcp Storm Drainage 86,512 5.6C6 92,118 91,666 11,701 2.083 104,849 12,731
Latriop Street Lizhting 9214 600 9.814 9,69 1,222 29 11,138 1.324
Latteop Water District 47,032 2,684 49,917 49,507 6,153 1,005 56,755 6.039
Fire Distnets 7,407 815 354,795 7,842 710 7682016 968,710 176,625 9,027,551 1,184 841
Flood Control Districis 616,711 48 644 665,355 €49,169 83,525 15,300 748,084 82,729
Lightng Disvicts 95211 7,654 102,866 100223 13,286 2,451 115,959 13,093
Maintonance Distcts 214,923 19,966 234,839 226,235 20,992 5,381 260,609 25,720
Mosquito Abste Disnict 1,387,633 94,676 1,482,510 1460377 186,755 34,380 1,682,013 199,502
Flaciamation Districts 362,176 26,621 388,997 351,236 41,053 7,543 429,834 40,837
Sanitary Distrcts 53082 4,335 57,477 55876 7.516 1,392 64,784 7.306
tockeford Community Sarvice 52670 3.0214 56,592 55,443 7.118 1,320 63,879 1.287
‘Wator Conseivation Disticts 400,107 26,523 426,630 421,165 51,282 9,253 481,707 55078
Irtigaton Disticts 18517311 112,037 1,629 348 1,597,109 207,787 38,372 1,843320 213,980
Stockton MetroTransit 408,629 40,113 440,741 430,135 55,832 10,401 436,369 47,827
County Servie Areas 91,699 6,197 97,895 96,525 2734 41114 123371 25475
Redevelopmant Agencies 5,970,031 32,727 6,312,758 6,284,243 637,654 107,884 7,079,981 767,223

Septemter 23, 1083
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Attachment D

Resolution of the City Council of

Resolution 93— _

Resolution Requesting Inclusion of this City into
The Alternative Mcthod of Property Tax Distribution
Known As The Teeter Plan

WHEREAS, State Law aru.orizes counties to adopt an alternative procedure for the distri-

. bution of property tax revenue, commonly known as the Teeter Plan; and

WHEREAS, Revenue and Taxation Coce Sections 4701 through 4717 aliow for this alter-
native method of propeny tax apportionment; and

WHEREAS, this City Council has detennined that adoption of the Teeter Plan by the

County of San Joaquin and application of the Tecter Plan to s City would be beneficial;

NOW, THERETFORE. BF IT RESQLVED that u; on ihe approval of the Board of Supervi-
sors of the County of San Joaquin. the San Joaguin County Auditor-Controller is authorized to

apportion property tax reveaues Lue this City according to the provisions of the Teeter Plan.



Attachment D

Resolution of the Board of Dircctors of

Resolution 93—

Resolution Requesting Inciusion of this District into
The Alternative Method of Property Tax Distribution
Known As The Teeter Plan

WHEREAS, State Law authorizes counties to adopt an alternative procedure for the distri-

buticn of property tax revenue, commonly known us the Teeter Plan; and
P y y

WHEREAS, Reveaue and Taxation Code Sections 4701 through 4717 allow for this alier-

native metbod of propernty tax apportionment; and

WHEREAS, this Board of Directors has determined that adoption of the Tecter Plan by
the County of San Jozquin and epplicatica of the Teeter Plan to this District would be beneficial:

NOW, THEREFORE, EE IT RESOLVED :hat upon the approvat of the Beard of Supervi-
sors of the County of San Joaquin, the San Inaquin County Auditor-Centreller is authorized to

apportion property tax revenues due this District according to the provisions of the Teeter Plan.

LA AN B e S



24 S. Hunter Street - Room 103
Stockton, California 95202
Phone: 209/468-3925

Fax: 209/468-3681

OFFICE OF THE AUDITOR-CONTROLLER
SAN JOAQUIN COUNTY

ADRIAN J. VAN HOUTEN
AUDITOR-CONTROLLER

October 7, 1993

City of Lodi
221 W Pine St
Lodi CaAa 95241

Dear Council Members:
Alternative Method of Tax Apportionment (Teeter Plan)

On October 5, 1993, the County Board of Supervisors approved Resolution R-93-646 adopting
and implementing the Altemative Method of Tax Apportionment, also known as the Teeter Plan,
effective fiscal year 1993-94, and indcfinitely thereafter (see attached).

Our office will distribute the delinquent taxes during the first week of November. In order for your
agency to receive your allocation of the delinquent taxes, you must file an executed opt-in resolu-
tion (sample attached) with my office no later than October 31, 1993. Please note that at our
September 30th meeting, we informed you that the deadline to file the resolution was November
30, 1993. This change will allow us to advance the dclinquent taxes to your agency in carly
November instead of late December when the first propenty tax apportionment of the current
charges is normally made.

We strongly urge your prompt attenticn to this mater. If you have any questions, please call me or
Shabbir Khan cf my staff at 468-392¢"

Very truly yours.

IO

Adnan Van Houten
Auditor—Controller

AVH

Attachments

¢: County Admiristrator’s Office
Treasurer-Tax Collector
County Counsel

#RSL10-03
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Division Chief
Angela Hou - Auditing
Shabbir Khan - Property Taxes
Margaret Miller - Accounting
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Resolution of the City Council of

Resolution 93—

Resolution Requesting Inclusion of this City into
The Alternative Method of Property Tax Distribution
Known As The Teeter Plan

WHEREAS, State Law authorizes counties to adopt an alternative procedure for the distri-

bution of property tax revenue, commonly known as the Tecter Plan; and

WHEREAS, Revenue and Taxation Code Sections 4701 through 4717 allow for this alter-

native method of property tax apportionment: and

WHEREAS, this City Council has determined that adoption of the Teeter Plan by the
County of San Joaquin and application of the Teeter Plan to this City would be beneficial;

NOW, THEREFORE, BE IT RESCLVED that upon the approval of the Board of Supervi-
sors of the County of San Joaquin, the San Joaquin County Auditor-Controller is authorized 1>

apportion property tax revenues due this City according to the provisions of the Tecter Plan.
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Before the Board of Supervisors
of the County of San Joaquin, State of California

RESOLUTION

r-93-(04Hp

Resolution Adopting and Implementing the Alternative Method of
Distribution of Property Tax Levies and Assessments

WHEREAS, Chapter 3 (commencing with Section 4701) of Part 8 of Division 1 of the
California Revenue and Taxation Code (hereinafter called “the Act”) authorizes a county to elect
by resolution to adopt an altiérative method of distribution of property tax levies and assessments
on the secured roll made by a county on its behalf or as the tax-levying and tax—collecting agency
for other political subdivisions; and

WHEREAS, upon election, the alternative method is applicable to all property tax levies
and assessments made by the County on behalf of all public districts except those for which the
County Treasury is not the legal depository and which do not agree by resolution to participate in
such an alternative method; and

WHEREAS, the Act requires that the County establish a tax lossts reserve fund which
shall be used exclusively to cover losses which may occur in the amount of tax liens as a result of
special sales of tax—defaulted property; and

WHEREAS, the Board of Supervisors of the County of San Joaquin desires to implement
the alternative method authorized by the Act.

NOW, THEREFORE. BE IT RESOLVED that the Board of Supervisors of the County
hereby elects. pursuant to Section 4702 of the Revenue and Taxation Code, to place into effect in
the County the alternative method of distribution of property tax levies authorized by the Act for
the 1993-94 fiscal year aud for all following years until discontinued pursuant to the provisions of
the Act.

BE IT FURTHER RESOLVED that the Board of Supervisors of the County elects. pursu-
ant to Section 4702.5 of the Revenue and Taxation Code, to extend the procedures provided by
the Act to assessments that are entered on the secured tax roll for the current year.

BE IT FURTHER RESOLVED that the Board of Supervisors of thr County elects. pursu-
ant to Section 4713 of the Revenue and Taxation Code. to make the procedures provided for
therein applicable to delinquent taxes and assessments for the years prior to the 1993-94 fiscal
year.

BE IT FURTHER RESOLVED that the Auditor-Controller and the Treasurer-Tax Collec-
tor of the County shall establish and maintain a tax losses reserve fund in accordance with the pro-
visions of Scedon 4703 of the Revenue and Taxaticn Code.
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BE IF FURTHER RESOLVED that the Auditor-Controller and the Treasurer-Tax Collec-.

tor of the County shall take all actions consistent with the provisions of the Act necessary to carry
out the purpose and intent of this resolution.

BE IT FURTHER RESOLVED that this alternative method of distribution shall be appli-
cable, pursuant to Section 4715 of the Revenue and Taxation Code, to those public districts for
which the County Treasury i3 not the legal depository and which have agreed thereto by a resolu-
tion of their governing board adopted not later than October 31, 1993.

BE IT FURTHER RESOLVED that the Auditor-Controller, the Treasurer-Tax Collector,
and all other officers and employees of the County shall ¢o and perform all things necessary to
carry out the purpose and intent of this resolution.

oCT 5 1993 .
PASSED AND ADOP’I‘ED. this . , by the following

vote of the Board of Supervisors, to wit:

AYES: BARBER, WILHOIT, SIMAS, CABRAL, SOUSA
NoEs: NONE

apsenfiONE e
WILLIAM N. SOUSA

WILLIAM N. SOUSA, CHAIRMAN
Board of Supervisors

County of San Joaquin

State of Califoruia

ATTEST: JORETTA J. HAYDE
Clerk of the Board of Supervisors
of the County of San Joaquin,
State of California

By CINDY DUBRUTZ
Deputy Clerk
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Before the Board of Supervisors
County of San Joaquin, State of California
B-93- % i é’

BARBER
MOTION:  WILHOIT/

Public Hearing to Consider Resolution Adopting and Implementing
the Alternative Method of Property Tax Apportionment E

This Board of Supervisors does hereby approve the resolution adopting and implementing
the Alternative Method of Property Tax Apportionment (Teeter Plan) for fiscal year 1993-94, and

indefinitely thereafter.

C
1 HEREBY CERTIFY that the above order was passed and adopted on October 5. 1993

by the following vote of the Board of Supervisars, to wit:

AYES:  BARBER, WILHOIT, SIMAS, CABRAL, SOUSA
NOES:  NONE |

ABSENT: NONE —

ABSTAIN:NONE i
JORETTAJ. HAYDE:

c: County Administrator. Treasurer-Tax Collector Clerk of the Board of Superisers 7.7 5
Auditor-Controller, County Counsel County of San Joaquin e, 7>, >

Board Clerk State of California

JORETTA J. HAYDY
QUB 120287
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8. INFORMA1T N Local Government Fina: SB 742 (Senate Commiltee
on Budvet and Fiscal Review). Teeter Plan, Signed by
Governor,

In 1993-94, many countics in the state will be implementing a different property tax
allocation procedure in 1993-94 known as the "Teeter Plan". First enacted in 1949, the
"Teeter Plan” provides an alternative way to handle the allocation of revenues attributable
to delinquent property taxes. Counties may, but arc not required to, use the Teeter Plan.
Prior to 1993-94, five counties (Contra Costa, El Dorado, Modoc, Siskiyou and Solano)
implemented the Teeter Plan. Counties may adopt the Tecter Plan, after a public hearing,
by resolution of the board of supervisors. The plan will thereafter remain in elfect unless
(1) the board orders its discontinuance or (2) a petition is filed with the board by not less
than two-thirds of the participating revenue districts in the county for its discontinuance.

Signed by the Governor on July 19, 1993, SB 742 extends the date by which counties must
pass an ordinance enacting the Teeter Plan from July 15 to October 15 for the 1993-94 fiscal
year. In addition, SB 742 allows counties adopting the Teeter Plan for the first time this
year to reduce their 1993-94 property tax shift pursuant to SB 1135 by an amount equal to
the net property tax revenues received by school districts in 1993-94 attributable to the
Teeter Plan.

Counties electing to operate under the Teeter Plan allocate property taxes to jurisdictions
based on the total amount of property taxes icvied, not the amount collected. At the time
the county adopts the Teeter Plan, the county must forward to each local agency delinquent
property taxes from prior fiscal years. In each county that adopts the Teeter Plan for the
first time in 1993-94, the cities and all other taxing agencies will receive a lump sum
payment of all prior delinquencies.

For counties not operating under the Teeter Plan, interest and penalty is allocated to all
local agencics based on their pro rata share of the delinquent property tax. However, the
county does retain the penalty on delinquent property taxes if the delinquency is cleared up
within the same fiscal year. By adopting the Teeter Plan counties are allowed to retain the
interest and penalty on delinquent property taxes in exchange for advancing the full propz=rty
tax payment to other jurisdictions. Given the current spread between the rate at which
counties can borrow funds to finance the revenues they advance to other jurisdictions, and
the interest rate of 18% and the 10% penalty charged on delinquent taxes, some counties
believe they can profit from adoption of the Teeter Plan.

Other counties have estimated that except for the one-time reduction in their property tax
shift in 1993-94, allocating property taxes pursuant to the Tceter Plan is a revenue loss for
counties over the next ten years. In fact, the only significant change to the Teeter Plan in
SB 742 is the one-time reduction in the property tax transfer. When evaluating the Teeter
Plan, cities must consider the property tax delinquency rate in their jurisdiction, the level
of recoverable delinquencies and their estimation of inflation and the cost of borrowing
moncy over the next ten to twenty years. (Referred to previously in Bulletin #28-1993.)
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Property Tax Calculations for Teeter Plan

Calculating Delinquency rate based on actual amount billed to property owners (100% Secured)

19861987
100% Secured 2,590,615.63
Collected by S.J.Co. 2,492,202.17
Balance(Delinquency) 98,413.46
Delinquency rate 3.80%

Calculating % paid to City of Lodi based on actual amount bill to property owners (100% Secured)

100% Secured 2,590,615.63
%95 paidto Cof L 2,461,084.85
Retained by S.J.Co 129,530.78

Calculating the difference between the delinquency and the amount retained by S.J. Co.

Retained by S.J.Co 129,570.78
Delinquency 98,4:13.46
Difference 31,117.32

Allocation Factor for City of Lodi

1988-1989
1989~-1990
1990- 1991
1991-1992
1992-1993
1993-1994

1987-1988 19881989 1989-1990 1990- 1991
2,833,126.44 3,066,924.10 3,467,733.65 3,761,090.05
2,749,979.06 2,967,190.37 3,363,878.42 3,630,346.76

83,147.38 99,733.73 103,855.23 130,743.29
2.93% 3.25% 2.99% 3.48%
2,833,126.44 3,066,924.10 3,467,733.65 3,761,090.05
2,691,470.12 2,913,577.90 3,294,346.97 3,573,035.55
141,656.32 153,346.20 173,386.68 188,054.50
141,656.32 153,346.20 173,385.68 188,054.50
83,147.38 99,733.73 103,855.23 130,743.29
58,508.94 53,612.47 69,531.45 57,311.21
0.02451064
0.02524835
0.02404381
0.02348419
0.02067363
0.01801585

Allocation factor is county wide in relation to total tax levy



